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¥r to Yr 


A B 
1973 1974 


INCOME, PRODUCTION, EMPLOYMENT 


GNP at Current Prices 3535p 
GNP at Constant '70 prices 1836p 
Per Capita GNP, Current Prices (not m.) 1130p 
Gross Savings Available for Investment 610p 
Gross Fixed Capital Formation 23p 

(% of GNP) 
Volume of Ind. Prod. (1953=100) 279.3 
Net. Agri. Prod. i NA 
Output per hour (1970=100) 122 (Q3) 
Earnings per hour <n 239 (Q3) 
Unit Wage Costs aS 197 = (Q3) 
Labor Force (thousands) 1122 
Avg. Unemployment Rate % . 10.4 


MONEY AND PRICES 


Money Supply (MI) 562.6 676.8 
National Debt Outstanding 1958 2660.0p 
External Debt Outstanding 3iL.9 468.5 
Domestic Credit (end of yr.) 1851.7 2229.9 
Central Bank discount rate (end yr.) 12.0 10.0 
Assoc. Banks O/Draft (end yr. rate) 11.75/ 42525 

14.0 14.0 
Consumer Prices (1968=100) 188.2 219.9 
Wholesale Prices (1953=100) 255.9 321.1 (Sept.) 
Agricultural Prices" " 241.6 343.8 (Dec.) 
Terms of Trade (1968=100) 103.0 103.2 (Q4) 


BALANCE OF PAYMENTS 


Official External Reserves (end yr.) 435.3 495.4 676.0 36 
Balance of Payments, Current a/c (-) 78.1 287.7 190.0p -34 
Balance of Trade (-) (adjusted) 270.9 492.0 258.3 -47.5 
Exports FOB 869.2 1123.2 1441.4 27.4% 
US Share 7% 9.9 9.2 6.1 -33.7 
Imports CIF 1137.2 1627.7 1699.6 4.5 
US Share 7% 6.9 6.5 7.2 10.8% 


Main imports from U.S. (1975): Non-electric machinery (£33.6m); electric machinery 
(£12.5m); unmanufactured tobacco (£4.5m); textile yarn, etc. (£4.3m); unmilled wheat 
and meslin (£3.7m); oilseed cake, meal, etc. (£9.lm); transport equipment (£4. 6m); 
scientific instruments (£4.8m). 


Main exports to U.S. (1975): Crude fertilizers & minerals (£4.lm); antibiotics (£4.1m); 
glassware (£5.lm); non-electric machinery (£5.6m); thermionic valves, tubes etc. (4.2m); 
footwear (£3.4m); frozen beef (£2.3m). 


p = provisional 
Q3 and Q4 = third and fourth quarters 





SUMMARY 


Despite an upturn in industrial output and consumer demand toward 
the end of 1975, projections for 1976 indicate continuing weakness 
in the economy. Unemployment is expected to increase, and more 
conservative estimates place the increase in the cost of living at 
15% for 1976. There will be little or no GNP growtii, and export 
performance is not likely to show much improvement over 1975. A 
critical issue that is not yet resolved is the negotiation of a 
national pay agreement which in turn will have a great influence on 


Ireland's costs and export competitiveness. The Government has 
called for a pay pause, but the prospects for such a pause do not 
appear to be good at this time. Investment, however, will enjoy 
some stimulus from the expanded public capital program in the 
January budget. 





REVIEW OF 1975 AND CURRENT TRENDS 


The recession in Ireland appears to have reached its low point in 1975, 
but current indications are that recovery will be slow. The decline 
in economic activity that started in 1974 continued well into 1975, but 
a slight upturn was evident by the end of the year. Consumer expen- 
diture in 1975 fell by about 2% in real terms as compared with 1974, 
but in each of the last two quarters of the year the volume of retail 
sales increased by about 4% over the preceding quarter. Similarly, 
industrial output ceased to fall in the third quarter and began to 
recover in the fourth, although the decline in output for the year as 

a whole was about 6%. An increase in building activity during the 
latter part of 1975 is indicated by an increase in the volume of 

cement sales in the third and fourth quarters by 7% and 6%, respec- 
tively. Estimates of Ireland's gross national product for 1975 show 

a large increase in value terms, but in real terms there was a GNP 
decline of perhaps 3%. 


Unemployment continued to be a serious problem in Ireland. At year's 
end unemployment stood at 117,000 or over 10% of the work force. 
Despite this, the national non-agricultural wage and salary bill in- 
creased by 23% over 1974, and those employees who received full benefit 
from last year's national pay agreement received increases of up to 
28%. These pay increases combined with a large increase in agricul- 
tural incomes brought about a net increase in real disposable income 
and were an important factor in the upturn in economic activity during 
the latter part of the year. 


Inflation also was a serious problem in Ireland throughout 1975, and 
the increase in living costs over the previous year stood at 21%. There 
was, however, a decline during the year in the rate of increase of the 
cost of living. This is attributable to three factors: a slowing of 
the rate of increase of import prices, subsidies provided for by the 
June, 1975 budget and the indexation of wages to the consumer price 
index. In line with other economic indicators, gross domestic fixed 
capital formation fell by an estimated 3.5% in real terms, which was 

in turn largely due to a decline in building and construction, exclud- 
ing dwellings. New house-building was up as a result of the more 

than doubling of net inflows of funds to building societies as compared 
with 1974. The Government followed a reflationary policy throughout 
the year in an attempt to stimulate the economy without unduly contri- 
buting to inflationary tendencies already present. This produced a 
budget deficit of £259 million in 1975 and a total Government borrowing 
requirement of £580 million. 


Ireland's exports in 1975 rose in value by 27% (8% in real terms) over 





those of 1974 to reach a total of £1,441 million. The sharp increase 
was mainly due to a 48% increase in agricultural exports, which in turn 
were a result of large increases of both price and volume of production 
of cattle, beef and dairy products. Cattle disposals are expected to 
be sharply reduced in 1976, thus pushing prices up further. Industrial 
exports during the year showed steady increases in value in 1975 or 
about 4% per quarter in value terms, but declined by 4% in volume. The 
value of Ireland's imports in 1975 was £1,700 million. This is an 
increase of 4.5% over 1974 and when compared with the 43% increase the 
previous year it is a clear commentary on the state of economic activity 
during the year. In the last quarter of 1975, however, there was a 
significant increase in imports which suggests an end to inventory 
drawdown. 


1975 was an exceptionally good year for the Irish agricultural sector. 
Although net agricultural output increased by only 4% in volume terms, 
agricultural incomes are estimated to have grown by 352. This apparent 
disparity is a result of sharp increases in prices for cattle, milk and 
pigs as well as a drop in fertilizer usage. 


In the monetary sphere, there was an exceptionally high volume of 
savings during the year and very weak demand for credit in the private 


sector. This facilitated the financing of high Government borrowing 
requirements. A combination of weak import demand and a high rate of 
external Government borrowing substantially increased external reserves. 
Interest rates declined somewhat during the year. 


OUTLOOK FOR 1976 


In January the Government introduced what was described as Ireland's 
toughest peacetime budget, Total expenditure envisaged for 1976 is 
£2,105 million and the projected total borrowing requirement is £679 
million. New taxation was introduced that is expected to bring in £107 
million in new revenue. The budget reflected the Government's recogni- 
tion of the need for continued reflation to stimulate the economy, but 
at the same time it reflected concern over inflation and the general 
financial situation. Emphasis was given to the public capital program 
which includes investment in industry, and the allocation to the capital 
program was increased to £596 million. Basic to the Government's 
strategy of reflation without excessive inflation was the expectation of 
a pay pause to curb Ireland's increasing wage costs. As of the time of 
this writing, national wage talks are at a stalemate, but draft proposals 
already made in the course of negotiations point toward pay increases of 





up to 13%. The exact amount, of course, must await the outcome of 
negotiation. 


Forecasts for the [rish economy in 1976 are not particularly optimistic. 
The Confederation of Irish Industry (CII) is of the view that, due to 
various deflationary forces, the demand for industrial products over the 
next few months is likely to be weak. A recent CII survey revealed 
that 91% of member firms are operating at less than capacity and that 
order books are well below normal. CII also forecasts poor export 
performance of industrial products. The Central Bank of Ireland pro- 
jects an increase of only 2% in industrial output during 1976. It is 
generally agreed that the employment situation will not improve, and 

it is likely that unemployment will increase in 1976 and 1977. As for 
incomes, even if a pay pause were to be implemented, the non-agricultural 
wage bill should rise by 14% as a result of increases negotiated under 
previous agreements. The increase in agricultural incomes is forecast 
by the Central Bank at 20%. The investment outlook for 1976 will be 
strongly influenced by the public capital program, which has been in- 
creased over 1975 by 25%. The Central Bank forecasts an increase of 

1% in real terms of investment of all types during the year. 


According to the Central Bank estimates, the level of imports in 1976 

is expected to reflect the upturn in demand that took place toward the 
end of 1975, and the volume would be about 10% higher than 1975. Exports, 
including agricultural products, are not expected to show much improve- 
ment. It is believed that real disposable income is likely to decrease 
in 1976, assuming wage increases are not excessive, and consumption is 
therefore expected to decline. Taxes introduced in the January budget 
will tend to reduce consumption, and at the same time they will tend to 
increase the average rate of price increase by three percentage points 
to 15% for the year (based on the assumption of a pay pause). Finally, 
the Central Bank projects an increase in real GNP of 2.3% in 1976. Other 
observers, however, are convinced that due to deflationary forces GNP 
growth will be zero this year. 


IMPLICATIONS FOR THE UNITED STATES 


While most forecasts point to weak economic performance this year, there 
will probably be an increase in imports in 1976, The United States in- 
creased its share of Ireland's imports in 1975 to 7.2% from 6.5% in 1974, 
and there is no indication that this trend is being reversed. With the 
emphasis on investment in the January budget, prospects are improved for 
the sale of U.S. machinery and equipment in the Irish market. Also, we 
understand from the Industrial Development Authority that there is in- 





creased interest on the part of American firms in investing in Ireland. 


Ireland's investment climate is good. Rapidly rising wage costs are 
disadvantageous, but the Industrial Development Authority offers a wide 
range of assistance and incentives to firms wishing to invest in Ireland. 
The incentives include grants, tax exemptions on export profits and 
assistance in training workers. Foreign investment is not only welcome 
in Ireland, but the Government has a positive policy of attracting in- 
vestment, particularly in employment-creating industries. 
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